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Nancy M. Ovuka

Sent: ednesday, Marc , .

To: ’ Nancy M. Ovuka -
Subject: Spin-off transaction

Nancy,

Below is a description of the.transaction we discussed yesterday. Sorry it took me a while to get this to you. 1 needed to

run it by the transactional lawyers to make sure | was stating everything accurately.

Company A wi
to

Company B in

Company A has various subsidiaries. Pursuant to the planned deal,
certain existing shareholders of Company A and then Company A will be sold
Company A to Company B is definitely reportable and an HSR will be filed.
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To accomplish the spin off of the subsidiaries, certain shareholders of Company A will form Newco, a corporation. Newco
will be its own ultimate parent entity. Newco will then purchase the subs to be spun off either at once or in a series of
transactions over a couple of months. As consideration for the voting securities of the subs, Newco will give Company A
notes payable that are guaranteed by Newco shareholders. These notes will be payable at the closing of the deal between
Company A and Company B. Thus, at the time of the purchase of the first of the subs, Newco wiill have no assets or
revenues and the value of the transaction will be less than $200 million. Thus, the transaction will not be reportable.
Newco will, in total, purchase voting securities of various issuers controlled by Company A of approximately $60-65 million.
if those purchases are considered part of the same transaction, then Newco does not meet the size of the person test and
the deal would not be reportable. If the purchases are considered separately, Newco may exceed the size of the person
test at the time of some of the closings, but none of the individual transactions exceeds the $50 million threshold.
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